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A Perspective on Regional and Local Economic Development
Robert G. Spiegelman and George A. Erickcek
We thought that smoke-stack chasing was no longer the 
primary focus of local economic development efforts—that 
it had gone out of vogue with the hoola hoop. Not so. 
Although the businesses currently being wooed do not usually 
belch smoke, the hope for the big kill still pervades the think 
ing in council chambers and local development organizations. 
Thus, David Birch's new book, Job Creation in America, 
still has an important audience to reach.
Small Business Creates Jobs
David Birch's work on job creation became widely known 
with the 1979 publication of his book: The Job Generation 
Process, which changed radically the thinking about the 
relative roles of large and small business in economic 
development. 1 In his new book, Birch examines data from 
1981 to 1985 and unearths further evidence in support of 
his earlier findings. 2
All net employment growth between 1981 and 1985 was 
due to start-ups (less deaths) and expansions (less contrac 
tions) of establishments with fewer than 100 employees at 
the start of the period, according to Birch. Single unit com 
panies employing fewer than 100 employees accounted for 
over 90 percent of overall net job growth through their ex 
pansions (less contractions) and start-ups (less closings) from 
1981 to 1985. The emphasis on small firms should not be 
misunderstood, however. The firms are small at birth, but, 
if successful, they become large firms. Thus, it is expan 
sion of small start-ups that is mainly responsible for growth 
in an area.
This information, unfortunately, does not make the task 
of precipitating growth an easy one. Most small firms do 
not expand dramatically, but rather either stay small or die. 
Approximately 50 percent of all start-ups die within five 
years. Moreover, Birch found that there was an inverse cor 
relation between growth in one two-year period and growth 
in the next two-year period; i.e., if a firm grows in period 
1, it is more likely to decline in period 2, and vice versa. 
However, firms that are able to grow hi both periods would 
be more likely to grow in period 3 also.
How do you identify potential winners? According to 
Birch, it is definitely not easy, and the only reliable key is
the desire of the small business person to be a winner. The 
small business operator must be an innovator and an en 
trepreneur; i.e., he/she needs an idea of how to do something 
different or better, and needs the drive to want to be big. 
Even most of these people will not make it big, but those 
who do succeed are the ones that will make a real contribu 
tion to an area's growth.
Current Economic Development Policies Misguided
Existing economic development policy emphasizes all the 
wrong things, claims Birch. First, it should be less con 
cerned with the death of firms, because the rate of firm clos 
ings is about the same in both growing and declining areas. 
If anything, it is slightly higher in growing areas. Firm death 
may be a necessary consequence of entrepreneurship. In 
Europe, the rate of firm deaths is very low, but so is the 
rate of firm openings and so is growth. Firm death may be 
the price of growth; thus, some policies designed to prevent 
firm death may be counterproductive.
Local economic development policies that would entice ex 
isting businesses to relocate to their area are also off the track. 
Effort and money spent to attract existing businesses will like 
ly be wasted, because very few firms move, and most of those 
who do confine the move to within the same metropolitan 
area. Efforts to attract a branch plant of an existing large 
company would probably be futile, but even if successful, 
would expose the area to serious employment instability. 
Marie Rowland, in her recently published study, Plant Clos 
ings and Worker Displacement: The Regional Issues (Up 
john Institute 1988), confirms Birch's finding that plant clos 
ings are uncorrelated with growth and finds that the only 
significant predictor of closing is whether the firm was a 
branch plant. In times of distress, a branch plant is much 
more likely to close than a locally owned business.
Using the Correct Tools for the Job
Local economic developers should encourage en 
trepreneurs to start new businesses in their area. Even area 
development specialists who focus on assisting innovative 
entrepreneurs may still use the wrong tools. Tax concessions, 
free land, or low cost labor are not likely to entice en 
trepreneurs into the local area, since entrepreneurs
care much more about growth potential than about costs of 
production. 3 What are the inducements that will attract en 
trepreneurs? According to Birch and others, they are the 
following:
— A high-powered university, one that emphasizes 
research;
— High quality labor, demonstrated by high levels of ed 
ucation and a strong work ethic;
— High quality local government: one that provides a high 
level of service and operates with a high level of tax 
efficiency;
— Excellent telecommunication services and good air 
service;
— Good business support services; i.e., legal services, 
accounting services, printing, etc.;
— Good quality of life, especially excellent public educa 
tion for children of employees;
— Availability of financial resources to support growth.
The areas that meet these criteria are the ones that have 
grown and will continue to do so. San Francisco, Boston, 
and Minneapolis are all high cost areas, face high tax bills, 
and yet are experiencing substantial growth. Minnesota has 
the best growth record in the midwest, yet is one of the 
highest tax states in our region, as shown in Table 1. On 
the other hand, employment growth in Indiana, the region's 
lowest tax state, has not been substantially above Michigan's 
growth rate.
Table 1 




























NOTE: Tax effort is calculated by dividing a state's actual tax collection 
by its estimated tax capacity and multiplying by 100. Tax capacity is defin 
ed as the dollar amount of revenue that each state would raise if it applied 
a nationally uniform set of tax rates to a common set of tax bases. A Tax 
Effort Index value of over (under) 100 implies that the state is exploiting 
its tax capacity at above (below) the national average rate. For example, 
Michigan's index value of 120 indicates that its tax effort is 20 percent above 
the national average.
a. Data from U.S. Department of Labor, Bureau of Labor Statistics, 
b. Data from Advisory Commission on Intergovernmental Relations (ACIR). 
Measuring State Fiscal Capacity, 1987 Edition.
West Michigan and Small Business Development
Birch's data indicate that West Michigan's business en 
vironment is conducive to small business expansion. Among 
329 areas spanning the nation, West Michigan's metropolitan 
areas ranked in the top quartile in terms of the percentage 
of significant small business expansion, as shown in Table 
2. Birch's findings also show, however, that West Michigan 
is just average in the percentage of significant new start-ups 
from 1981 to 1985. The Benton Harbor/South Bend area is 
the only exception, as it enjoyed an outstanding growth hi 
small business start-ups. 4 The rural counties of lower 
Michigan, like most rural areas nationwide, were found to 
have problems in nurturing new businesses.
Table 2




















SOURCE: David Birch, Job Creation in America Figures 6.1 and 6.2.
*Ranking out of 239 areas covering all 50 states.
**Ranking of Area's Growth Rate of Companies that started between 1977 
and 1981 and grew significantly between 1981 and 1985.
***Ranking of Area's Growth Rate of 1981-85 Start-Up Companies that
had a workforce of 10 or more by the end of 1985.
a. Elkhart, St. Joseph (IN) and Berrien Counties.
b. Kent, Muskegon and Ottawa Counties.
c. Kalamazoo and Calhoun Counties.
d. Allegan, Barry, Branch, Cass, Gratiot, Hillsdale, Huron, Ionia, Isabella,
Lenawee, Montcalm, St. Joseph, Sanilac, Shiawassee, Tuscola, and Van
Buren Counties.
West Michigan has a growing number of excellent 
resources available to entrepreneurs, including small business 
assistance centers in each of the major metropolitan areas. 
Here we are going to highlight two outstanding area resources 
available to innovative small business: the Research and 
Technology Institure of West Michigan (RTI) and Western 
Michigan University's Paper and Printing Science and 
Engineering Program.
RTI is a new, nonprofit corporation which brings together 
the research, training and technical assistance resources of 
the major colleges and universities in West Michigan, in 
cluding Michigan State University, Grand Valley State 
University, Western Michigan University, Ferris State 
University and Grand Rapids Junior College. For the en 
trepreneur, RTI offers research and development facilities
and technical assistance which were not available before. 
RTIs applied research and development activities will soon 
cover many areas, from manufacturing process controls to 
opto-electronics, and will be industry driven. In addition to 
providing R & D facilities for industry, RTI provides 
technical asistance to firms in implementing new production 
methods or technologies and can develop technology train 
ing programs for a firm's workforce. Located in Grand 
Rapids, RTI services are available to firms throughout West 
Michigan.
Western Michigan University's Paper and Printing Science 
and Engineering Program provides both training and research 
and development facilities for West Michigan's paper and 
printing industry. The paper program was established in 
response to industry needs and has continued to receive in 
dustry support. The university operates several research and 
technology laboratories in both fields, including a "wet lab" 
for small scale paper preparation, a microscopy laboratory 
for fiber identification, and a lab pertaining to lithographic, 
flexographic, gravure, and screen process printing.
Should Economic Developers Target 
Industries for Development?
In considering the potential for new industries hi the area, 
an important question facing the local development agencies 
is whether to target their marketing efforts on specific in 
dustries. Targeting involves the development of a list of those 
industries which would enjoy a comparative advantage in the 
area. Such an advantage could be the quality of the area's 
labor force, market location, existing industrial base, natural 
resources or a list of other factors.
On the surface, targeting appears to be a reasonable ap 
proach; however, its implementation faces significant dif 
ficulties. The target list generated is typically much too long 
or contains industries at such a high level of aggregation as 
to be operationally meaningless. Identified strengths of most 
areas are of value to many industries and exist in many loca 
tions. In addition, it is difficult to determine what exactly 
most firms are looking for in a location. There are enough 
stories about firms basing their location decisions on such 
noneconomic factors as the residence of in-laws or family 
preferences for certain recreational pursuits to cause the most 
ardent supporter of targeting to throw up his/her hands hi 
frustration.
One form of targeting can be successful, and that relates 
to the expansion prospects of successful industries already 
in the area. In other words, success breeds success. The 
area's most successful industry sector will generate a high 
number of new entrepreneurs. A worker in this sector may 
find a new, more efficient way of doing things and start 
his/her own firm. The worker's new firm may become a
competitor, a supplier, or an end-product user of the former 
firm's product. The history of the office furniture industry 
hi Grand Rapids, for example, is full of such success stories.
Targeting suppliers and customers of successful industry 
sectors may also be a fruitful strategy. As a dominant in 
dustry grows larger in the local area, it becomes profitable 
for suppliers, and in some instances customers, of industry 
to locate in the same vicinity, thereby reducing transporta 
tion and communication costs. Such suppliers may be en 
trepreneurs who emerge from the existing industry, or may 
be outside firms relocating or establishing branch plants.
An important goal for an area's economic developers is 
to ensure that potential entrepreneurs know about the local 
area's attributes and the facilities available to assist business 
endeavors. Furthermore, developers should smooth the en 
trepreneurs' path by helping them make the appropriate 
linkages, e.g., to local government for services, to the local 
financial institutions for loans, to the colleges and univer 
sities for personnel and training, etc. Of course, there are 
the basic business needs for space and utility services that 
also must be met in any location, and a development 
organization can certainly help meet these needs as well.
Finally, 'while local economic developers must maintain 
and enhance their ability to provide information to visiting 
prospective businesses, they should be wary of becoming 
traveling real estate hawkers. Aggressive attraction cam 
paigns are expensive, high-risk ventures; they may sound 
bold and sexy, but hold little chance of success. It is far easier 
for a prospective firm to find an area than for an area to find 
the firm. As noted above, only a few firms move or open 
new facilities outside of their existing area, and it is nearly 
impossible to identify such firms beforehand.
The Appropriate Strategy for 
Local Economic Developers
We believe that the following are the appropriate strategies 
for local area economic development efforts.
• Concentrate attention on aiding and abetting the start-up 
of new companies, especially those by innovative en 
trepreneurs with a desire for expansion.
• Provide support for the initial expansion of existing small 
businesses.
• Get the area's governmental house in order so that public 
services can be provided efficiently. Worry more about 
the quality of service and less about being the low-tax 
area.
• Be sure local schools are first rate.
• Encourage local universities and colleges to develop 
specific areas of expertise that could gain wide recogni 
tion and could support economic development efforts,
e.g., Western Michigan University's program in paper 
technology or the Research Technology Institute of West 
Michigan.
• An attraction effort should primarily be based on pro 
viding accurate, complete and relevant information to 
business people who show an interest in the area, and to 
be certain that he/she is aware of the support system 
available for a new business in the area.
• If an external attraction program is to be launched, it 
should concentrate its efforts on the strong industries 
already in the area that show promise of continued 
growth; e.g., health care and finance in Kalamazoo or 
office furniture in Grand Rapids.
• If a plant closing or a company leaving the area can be 
prevented at reasonable cost then do so, but don't fret 
about closings, since they are inevitable.
NOTES
1. This initial study, The Job Generation Process (MTT: Cambridge, MA), 
1979, was seriously flawed, however. Armington and Odle pointed out in
their Brookings paper that Birch had incorrectly included branch plants of 
larger firms in his category of small establishments and that his results were 
significantly altered by correcting for this mistake. Birch had claimed that 
79 percent of employment growth from 1978 to 1980 was created by 
establishments with fewer than 100 employees; whereas, Armington and 
Odle found that only 39 percent of net new jobs were created by 
establishments in firms with fewer than 100 employees. (Armington, C. 
and M. Odle, "Small Business—How Many Jobs?" The Brookings Review, 
Winter 1982).
2. David Birch has assembled a completely unique body of data on 12 million 
individual American business enterprises, tracking their histories from 1969 
through 1986. The basic data came from Dun and Bradstreet, which twice 
yearly records the births and deaths of firms as well as their employment 
and other data. According to Armington, the error in the first study has 
not been fully corrected in the new study. Her analysis indicates that in 
the period 1984-87 about 60 percent of employment growth was in small 
firms (based on a telephone conversation, 7/11/88).
3. Within a local area, the offering of tax concessions and the like can cause 
harmful competition among cities and townships. They would all be better 
off if none of them offered concessions to expanding local firms, since they 
are most likely to relocate in the area anyway.
4. Since Birch grouped the Benton Harbor MSA with South Bend and 
Elkhart, Indiana, it is impossible to determine which state the majority of 
the new business start-ups took place.
The BUSINESS OUTLOOK
for WEST MICHIGAN
Slower Growth Cools Inflationary Pressures
George A. Erickcek
Total employment in West Michigan rose 0.6 percent in the third quarter of 1988. Employment in manufacturing 
increased 0.6 percent and in nonmanufacturing 0.9 percent. Government employment declined 0.6 percent. In 
spite of a surprising drop in the region's Index of Help-Wanted Advertising, we expect continued moderate employ 
ment growth in West Michigan during the final months of 1988, especially in the manufacturing sector. Employ 
ment growth at the state and national level, on the other hand, may slow.
The National Setting
The Gross National Product (GNP) grew at a modest 2.6 
percent annual rate hi the third quarter, down slightly from 
its 3.0 percent pace in the previous quarter. The summer 
drought, a drop in defense spending, a jump in imports, and 
slower growth in capital expenditures combined to curb 
growth in the quarter. According to Department of Com 
merce estimates, the drought alone subtracted 0.6 percent 
from the quarter's GNP growth rate.
Chart 1
United States Employment 
Percentage Change, Third Quarter 1988
SOURCE: Based on U.S. Department of Labor data.
Consumer spending returned as the driving force in the 
national economy, growing at a strong 4.0 percent annual 
rate in the third quarter. A substantial shift in spending pat 
terns occurred, with consumers loading their shopping carts 
with nondurable goods instead of durable goods as in the sec 
ond quarter. Consumer spending on nondurable goods rose 
5.4 percent, while spending on durables increased 1.1
percent; in the previous quarter these growth rates were 0.4 
percent and 9.8 percent, respectively. Personal consumption 
expenditures on services rose sharply in the third quarter, 
reaching an annual growth rate of 4.7 percent, compared to 
its slower 2.8 percent annual rate in the second quarter.
The quarter's buying spree was partially financed by a 
jump in disposable personal income. Disposable personal in 
come grew at a healthy 5.6 percent annual rate in the third 
quarter, compared to a zero percent growth in the previous 
quarter.
With the rise in consumer spending, growth in imports 
soared from a negative 3.7 percent annual rate in the second 
quarter to a positive 11.6 percent annual rate in the third 
quarter. Exports matched imports as they also grew a healthy 
11.6 percent, topping their second-quarter pace of 9.1 per 
cent. The U.S. merchandise trade deficit shrank 5.4 percent 
hi the third quarter. The quarter's $28.5 billion deficit was 
the smallest since the first quarter of 1985.
Defense spending weakened significantly in the third 
quarter, falling at a 11.7 percent annual rate. With a slight 
1.8 percent growth in nondefense spending, federal expen 
ditures declined 9.1 percent in the third quarter. State and 
local governmental expenditures grew by a modest 1.7 per 
cent annual rate, down from its 3.2 percent rate in the sec 
ond quarter.
The nation's industries curtailed their expenditures for 
capital equipment and structures in the third quarter. Expen 
ditures for producers' durables, which raced at an outstand 
ing 19.2 percent annual growth rate in the second quarter 
after an even higher 21.6 percent growth rate in the first 
quarter, dropped to a 5.5 percent growth rate in the third
Table 1 
Michigan (Statewide) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, help-wanted index from The Conference Board and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2
West Michigan (5 MSAs) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad counts from five daily newspapers and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
quarter. Expenditures for nonresidential structures grew a 
modest 3.2 percent in the third quarter, down from their 3.3 
percent growth rate in the previous quarter.
Presently, the modest growth in the nation's economy has 
dampened inflationary pressures. The annual rate of growth 
of the implicit price deflator dropped to 4.7 percent in the 
third quarter, from a 5.5 percent pace in the second quarter. 
Moreover, the September consumer price index (CPI) slowed 
to a more moderate 4.2 percent annual rate, down from its 
5.2 percent rate in August. The Federal Reserve (FED) may 
have been successful with its preemptive strike against in 
flation hi the second quarter when it increased its discount 
rate.
On the production side, however, unit labor costs, which 
have been falling over the past five years, crept up 0.7 per 
cent over last year's rate in the third quarter. Unit labor cost 
is the labor cost per unit of output and rises when wages and 
benefits outpace productivity gains. With the 5.5 percent 
unemployment rate hi the third quarter (5.3 percent hi Oc 
tober) and the nation's factories currently running at near 
capacity levels, it is likely that unit labor costs will continue 
to rise slowly. Given the slight slowdown in the national 
economy, manufacturers may be expected to shift their 
capital expenditures away from expanding capacity and 
toward improving operating efficiency in a renewed effort 
to control unit labor costs.
In fact, productivity did rise hi the third quarter, but only 
at a low 1.3 percent annual rate. Productivity gains are more 
difficult to achieve when manufacturers are operating at near 
capacity levels. In the third quarter, the nation's factories 
were operating at 83.8 percent of capacity, up slightly from 
the second quarter's capacity utilization rate of 83.2 percent. 
Greater utilization of capacity, however, could begin to result 
in shortages and breakdowns.
Chart!
Michigan Employment 
Percentage Change, Third Quarter 1988
SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
There are conflicting signs about the current strength of 
the national economy. October's unemployment rate of 5.3 
percent suggests that the national economy is still very strong. 
On the other hand, in November nearly 80 percent of the 
contributors to the Blue Chip Economic Indicators revised 
their forecast of the final 1988 GNP growth downward, and 
the average estimate of the year's GNP growth dropped from 
4.0 to 3.8 percent.
The State of Michigan
Total employment in the state declined 0.2 percent in the 
third quarter, due hi part to a major model changeover hi 
the auto industry. Total employment has increased 0.7 per 
cent over the past four quarters. Employment in manufac 
turing fell 0.6 percent, offsetting a 0.4 percent increase hi 
the second quarter. Employment hi government dropped 1.4 
percent, more than erasing its 0.2 percent growth in the 
previous quarter. Employment in nonmanufacturing con 
tinued to grow, rising a moderate 0.3 percent. In the sec 
ond quarter employment in nonmanufacturing rose 0.9 
percent.
Employment in the auto industry fell sharply in the sum 
mer months when several of the state's assembly lines were 
temporarily shut down to retool for next year's model cars. 
From June to August, employment in motor vehicles and 
equipment fell 7.3 percent or by 21,000 workers (seasonal 
ly unadjusted). By September, nearly all these workers were 
back on the reactivated assembly lines.
The decline in total employment caused the state's 
unemployment rate to rise to 7.3 percent, up from the 
previous quarter's rate of 7.1 percent. The state's unemploy 
ment rate, however, remained 1 full percentage point below 
its rate of a year ago.
The state's Index of Leading Indicators dropped a slight 
0.6 percent in the third quarter. The performance of the com 
ponents of the index was mixed. The average weekly hours 
of production workers fell 1.4 percent in the third quarter, 
after rising 3.2 percent in the previous period. The number 
of initial claims for unemployment insurance rose 2.0 per 
cent in the third quarter. In the second quarter, initial claims 
plunged 12.1 percent. Finally, the number of new dwelling 
units put under contract rose 1.8 percent in the third quarter.
In spite of the slight downturn in the Index of Leading In 
dicators caused in part by employment fluctuations resulting 
from model changeover in the auto industry, we foresee 
modest employment growth for the state in the coming 
months. The Detroit Help-Wanted Advertising Index rose 
4.6 percent in the third quarter on top of a 3.0 percent in 
crease in the second quarter.
The nation's domestic auto makers plan to increase their 
output for the rest of the year. It was reported that the eight 
domestic auto makers intend to make 8.7 percent more cars 
in the fourth quarter than in the same period last year.
Charts
Michigan and West Michigan Indexes 
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Preliminary estimates indicate a healthy 7 percent increase 
in tourist spending this past summer over the previous sum 
mer, when the state attracted a record-breaking 23 million 
tourists.
Finally, last year (1987), an estimated 1,300 more people 
moved into the state than moved out. Although the number 
is not large, it is the first time the state had a positive net 
in-flow of people since 1969, and it is a dramatic improve 
ment over 1982, when the net out-flow of individuals leav 
ing the state reached 155,000. Luckily, no one turned out 
the lights.
Outlook for West Michigan
Total employment in West Michigan grew 0.6 percent in 
the third quarter, in spite of a downturn in government 
employment. Overall, we foresee sustained employment 
growth in West Michigan, driven by a still vigorous manufac 
turing sector.
Manufacturing employment grew a respectable 0.6 per 
cent in the third quarter, outperforming its second-quarter 
pace of 0.3 percent. Employment in nonmanufacturing also 
grew a healthy 0.9 percent, falling short of its second-quarter 
growth of 1.1 percent. Employment in government fell 0.6 
percent in the third quarter.
In spite of an overall increase in employment, the weighted 
average unemployment rate for the five metropolitan areas 
of West Michigan rose to 5.6 percent in the third quarter.
West Michigan's Index of Leading Indicators rose a sharp 
4.9 percent in the third quarter. The number of initial claims 
for unemployment insurance dropped 7.8 percent in the 
quarter, while the number of new dwelling units put under 
contract rose a remarkable 24.5 percent. In the previous 
quarter, the number of new dwellings put under contract fell 
12.2 percent. Average weekly hours of production workers 
fell a slight 0.5 percent; in the previous quarter it rose by 
1.5 percent.
Chart 4
West Michigan Employment 





SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
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The Index of Help-Wanted Advertising for West Michigan 
fell 1.0 percent in the third quarter. This modest downturn 
is surprising given the solid rise in the area's Index of Leading 
Indicators. In the second quarter, the Index rose a healthy 
4.3 percent over the first-quarter rate, and it has grown 7.8 
percent over the past year.
The summer drought may dampen future employment 
growth in the food product industry. It is estimated that
Allegan, Kent, Ottawa and Muskegon Counties lost over $70 
million in agricultural output. Statewide, the estimated loss 
is $800 million.
The population in the five metropolitan areas of West 
Michigan grew 1.4 percent or by over 18,000 individuals 
in 1987, according to U.S. Bureau of the Census estimates. 
West Michigan's rural counties grew by 1.1 percent in the 
one-year period.
The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment in the Battle Creek MSA rose a moderate 
0.8 percent in the third quarter of 1988, due to robust employ 
ment growth in nonmanufacturing. We expect healthy employ 
ment growth to continue in both manufacturing and non- 
manufacturing through the closing months of 1988.
Employment in nonmanufacturing grew a remarkable 1.6 
percent in the third quarter, on top of a 0.9 percent increase 
in the previous quarter. Retail trade and general services ex 
perienced the most employment growth in the quarter.
Chart BC-1
Battle Creek Indexes











1982 1983 1984 1985 1986 1987 1988
Employment in manufacturing and government declined 
slightly in the third quarter, however. Manufacturing employ 
ment fell 0.3 percent, after falling 0.5 percent in the previous 
quarter. Government employment declined a modest 0.2 per 
cent in the third quarter.
The area's unemployment rate remained unchanged in the 
third quarter, matching the previous quarter's rate of 6.7 per 
cent. The third quarter rate is 1.7 percentage points below 
what it was a year ago.
The area's Index of Leading Indicators rose a sharp 6.3 
percent on top of a healthy 4.4 percent increase in the sec 
ond quarter. All local components of the Index improved. 
The number of new dwelling units put under contract soared 
66.0 percent in the third quarter. Dwelling units in the third 
quarter were up an astonishing 126.5 percent over a year 
ago. The number of initial claims for unemployment
insurance plunged 14.9 percent, surpassing its 12.9 percent 
drop in the second quarter. Finally, average weekly hours 
of production workers grew a modest 0.4 percent.
Chart BC-2
Battle Creek Employment 
Percentage Change, Third Quarter 1988
-0 3% ̂ •Manufacturing 
Nonmanufacturin 
-0 2%
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising also increas 
ed a healthy 6.3 percent in the third quarter, wiping out its 
1.8 percent dip in the previous quarter.
The strong showing of both of these indices suggests a good 
likelihood of further employment growth through the re 
mainder of 1988.
The Avtek Corporation, a small California aircraft 
manufacturer, announced plans to locate the production facili 
ty for its new aircraft, the Avtek 400, at the W.K. Kellogg 
Regional Airport. If all goes well, the facility will be in opera 
tion in 1990 and employ 1,100 workers. The Avtek 400 is 
a six-to-eight-passenger, twin-engine jet. The aircraft will 
be constructed from advanced molded composite plastic 
material, which makes it lighter and thus more fuel efficient 
and faster than standard metal body jets. The company cited 
the availability of airport property and the assistance from 
state and local officials as the major reasons for selecting 
Battle Creek.
Spin-offs from the aircraft facility may be limited, 
however, since area plastic manufacturers do not produce 
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SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems Company, 
ad count from Battle Creek Enquirer and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Battle Creek 







1-19 20-49 50-99 100 & above
Establishment size (employees)*
DATA SOURCE: County Business Patterns.
"•Excludes government, self-employed, and railroad employees.
Since the 1982 recession, small establishments have been 
the source of employment growth in Battle Creek. 
Employment in very small establishments (1-19 
employees) grew 22 percent and employment in 
establishments employing 50 to 99 workers increased 18 
percent between 1982 and 1986. Employment in 
establishments with 100 or more workers dropped a 
significant 17 percent from 1982 to 1986. In spite of this 
employment decline, establishments of more than 100 
workers still employed 40 percent of the total private 
workforce on payroll in 1986.
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The BUSINESS OUTLOOK
for the BENTON HARBOR MSA
Total employment in the Benton Harbor MSA grew a 
modest 0.3 percent in the third quarter of 1988, a slight im 
provement over its 0.2 percent growth in employment in the 
previous quarter. We foresee little change in the area's total 
employment in the closing months of 1988.
Employment in nonmanufacturing grew a moderate 0.6 
percent in the third quarter, just half of its rate of growth 
in the second quarter. Substantial employment growth oc 
curred in the area's service industry, whereas employment 
hi retail, wholesale and finance remained constant.
Chart BH-1
Benton Harbor Indexes
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Employment in manufacturing fell a slight 0.2 percent in 
the third quarter, which is an improvement over its second- 
quarter decline of 1.3 percent. Finally, government employ 
ment rose 0.2 percent, matching its second-quarter growth.
The area's unemployment rate rose four-tenths of a per 
cent to 6.6 percent hi the third quarter.
Both the area's Index of Leading Indicators and Index of 
Help-Wanted Advertising fell modestly in the third quarter, 
suggesting little change hi the area's employment in the short 
term.
The 0.6 percent decline hi the area's Index of Leading In 
dicators resulted from a sharp 12.1 percent decline in the
number of new dwelling units put under contract. In the 
previous quarter, the number of new dwelling units rose 6.9 
percent. The number of initial claims for unemployment in 
surance remained stable and the average weekly hours of pro 
duction workers rose a healthy 1.4 percent.
Chart BH-2
Benton Harbor Employment 
Percentage Change, Third Quarter 1988
Nonmanufacturing
Government
; • Manuf ac 
^T^/\yw
-0 2% BManu turing 
0 6%
0 2%
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising declined 
slightly by 0.6 percent, after climbing 10.0 percent hi the 
previous quarter.
In manufacturing, Capitol Hardware Manufacturing an 
nounced plans to build a $2.76 million plant which could 
employ 136 employees in Niles Township. On the downside, 
Auto Specialties Manufacturing Company (AUSCO) filed for 
bankruptcy under Chapter 11, leaving the future of its 350 
employees in doubt. In addition, Watervliet Paper Company 
announced the closing of its plant, which employs 325 
workers.
Elkon Brothers Limited was unsuccessful in its second ef 
fort to win a $10 million Urban Development Action Grant. 
Regardless of whether Elkon succeeds in building its auto 
plant in Berrien County, the governments of Benton Har 
bor, Benton Township and the County of Berrien should be 
commended for their efforts. From establishing the state's 
only enterprise zone to offering to guarantee a portion of the 
lease cost of the proposed auto plant, these governments have 
worked hard as a team to bring this project to fruition.
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Finally, Whirlpool was unable to reach agreement with 
the state Department of Natural Resources on an environmen 
tal cleanup plan for a 125-acre site in St. Joseph and has 
cancelled its plans to construct a major development there
which would have included recreational, residential, and 
commercial uses and activities. Soil samples from the pro 
perty, once the site of a foundry, were found to contain 
serious amounts of PCBs and asbestos.
Table BH-1
Benton Harbor (Berrien County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Benton Harbor 
Employment Growth by Establishment Size
Percentage change 1982-1986
40 r
1-19 20-49 50-99 100 & above
Establishment size (employees)*
DATA SOURCE: County Business Patterns.
*Excludes government, self-employed, and railroad employees.
Employment growth in establishments employing 50-99 
workers soared by 33 percent since the depths of the 1982 
recession to 1986. There was a negligible increase in the 
overall employment level of establishments with 100 or 
more workers. These larger establishments employed 39 
percent of the total private workforce in 1986; 
establishments with 50-99 workers employed just 12 per 
cent of the area's private employees on payroll.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS MSA
Total employment in the Grand Rapids MSA (Kent and Ot 
tawa Counties) grew a healthy 0.9 percent, due to strong 
employment growth in both manufacturing and nonmanufac 
turing. Led by a robust manufacturing sector, we foresee fur 
ther employment growth during the closing months of 1988.
Employment growth in the Grand Rapids private sector 
remained very strong in the third quarter. Employment in 
manufacturing grew a healthy 1.1 percent on top of an equally 
strong 1.0 percent growth in the previous quarter. In the non- 
manufacturing sector, employment rose a healthy 1.3 per 
cent in the third quarter. Over the past year, employment 
in the area's nonmanufacturing sector has grown by an 
outstanding 7.5 percent. Employment in government took 
a tumble, however, dropping 1.7 percent in the third quarter.
Chart GR-1
Grand Rapids Indexes
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The area's unemployment rate rose a scant one-tenth of 
a percent to 5.0 percent in the third quarter, but it is still 
1.4 percentage points below its 6.4 percent rate of a year ago.
The area's Index of Leading Indicators rose 2.8 percent, 
offsetting its 0.7 percent decline in the previous quarter. The 
number of new dwelling units put under contract grew 19.5 
percent in the third quarter. This increase more than erased 
the 16.2 percent plunge housing contracts took in the second
quarter. The number of initial claims for unemployment 
insurance continued its downward trend, falling 4.7 percent 
in the third quarter. Average weekly hours of production 
workers fell 1.2 percent, however, partially eliminating its 
strong 2.3 percent rise in the second quarter.
Chart GR-2
Grand Rapids Employment 
Percentage Change, Third Quarter 1988
Manufacturing 
Nonmanufacturing
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The one surprise in the third-quarter numbers is the 4.6 
percent drop in the area's Index of Help-Wanted Advertis 
ing. The decline more than erased the 3.6 percent increase 
in the index during the second quarter. Typically, such a drop 
would indicate a slowing in the nonmanufacturing sector, 
however a slowing is not supported by the sustained rise in 
the area's Index of Leading Indicators. Furthermore, accord 
ing to the first survey of the area's purchasing departments 
by the Grand Rapids Association of Purchasing Management, 
new orders are either up or stable for over 80 percent of the 
firms surveyed. We are persuaded, therefore, to discount 
the decline in the area's Index of Help-Wanted Advertising 
and predict moderate employment growth through the re 
maining months of 1988.
The much-publicized overflow of diluted, yet untreated 
sewage into the Grand River points to an economic develop 
ment problem that is clearly not limited to Grand Rapids. 
As many as 80 other systems, including those of Detroit,
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Lansing, Jackson, Benton Harbor and Saginaw, are reported 
to have the same or similar deficiencies. The needed im 
provements of all these cities' systems are not cheap, but 
the quality of the state's waterways and general environment 
must be protected if we are to achieve sustained economic 
growth.
Finally, groundbreaking ceremonies were held for the Ap 
plied Technology Center (ATC). The $25.3 million facility 
will be shared by the Grand Rapids Junior College and Fer- 
ris State University (Big Rapids). It is the nation's first part 
nership between a two- and four-year school to provide 
technology instruction and training.
Table GR-1
Grand Rapids (Kent & Ottawa Counties) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Grand Rapids Press and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Grand Rapids 




1-19 20-49 50-99 100 & above
Establishment size (employees)*
Grand Rapids experienced strong employment growth in 
all establishments, regardless of size, since the depths of 
the 1982 recession to 1986. Countering national and 
regional trends, the area's larger establishments out 
paced its smaller ones. Establishments with 50-99 workers 
grew an outstanding 35 percent. Establishments with more 
than 100 workers employed 42 percent of the area's 
nongovernmental workforce on payroll in 1986; those 
with 1-19 workers employed only 24 percent.
DATA SOURCE: County Business Patterns.
^Excludes government, self-employed, and railroad employees.
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The BUSINESS OUTLOOK
for the KALAMAZOO MSA
Total employment in the Kalamazoo MSA grew a modest 
0,2 percent in the third quarter of 1988. We foresee moderate 
employment growth in the area's manufacturing and non- 
manufacturing sectors in the coming months.
Employment growth slowed in all three major sectors of 
the Kalamazoo economy in the third quarter. Employment 
in manufacturing grew a moderate 0.4 percent hi the third 
quarter, slightly below its second-quarter pace of 0.5 per 
cent. Employment in the area's nonmanufacturing sector was 
at a standstill hi the third quarter, after growing 0.4 percent 
in the previous quarter. Finally, government employment in 
creased a modest 0.3 percent in the third quarter, far below 
its tremendous second-quarter growth of 2.2 percent.
Chart K-l
Kalamazoo Indexes










1982 1983 1984 1985 1986 1987 1988
The area's unemployment rate rose three-tenths of a per 
cent to 4.6 percent in the third quarter. The area, however, 
still maintains the lowest unemployment rate of all West 
Michigan metropolitan areas.
The area's Index of Leading Indicators grew a moderate 
2.9 percent in the third quarter, after increasing a healthy 
4.6 percent in the previous quarter. The number of new 
dwelling units put under contract soared by 44.2 percent in 
the third quarter. The number of initial claims for unemploy 
ment insurance fell by 6.8 percent, on top of a 13.4 percent 
plunge recorded in the previous quarter. The average week 








SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising increased 
by 1.0 percent hi the third quarter, on top of a healthy 8.6 
percent jump in the second quarter.
In the short term, moderate employment growth is ex 
pected, with the area's unemployment rate predicted to re 
main below 5.0 percent. In the longer term, several 
developments should be noted that will have positive impact* 
on the area's economy. The Upjohn Company announced 
that it will start construction of its delayed $122 million 
research and development complex hi downtown Kalamazoo. 
The 702,000 square foot facility should be completed by 1992 
and will increase by 50 percent the floor space of the com 
pany's current downtown research complex. The addition 
will house 587 employees.
The Upjohn Company expansion will play an important 
role in the financing of a new effort to improve the vitality 
of Kalamazoo's downtown. Downtown Kalamazoo Inc., 
formed by the merger of Kalamazoo's Downtown Develop-
16
ment Authority, the Downtown Kalamazoo Association, and 
Downtown Tomorrow, Inc., will provide a comprehensive 
approach hi serving the needs of downtown businesses and 
hi marketing the downtown area. The new organization will 
also run the City's parking system and take charge of the 
maintenance responsibilities on the downtown pedestrian
mall. Funding of the new organization will come from a pro 
posed doubling of the current 1-mill tax now levied on 
downtown businesses and through the use of tax increment 
financing, which will allow the organization to receive the 
increase in property tax generated by the construction of the 
Upjohn research facility.
Table K-l
Kalamazoo (Kalamazoo County) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Kalamazoo Gazette and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Kalamazoo 




1-19 20-49 50-99 100 & above
Establishment size (employees)*
Since the 1982 recession, tremendous employment growth 
in establishments employing fewer than 100 workers 
countered employment declines in establishments employ 
ing 100 or more workers. Employment in very small 
establishments (1-19 employees) grew an outstanding 38 
percent from 1982 to 1986. In spite of a 7 percent decline 
hi employment from 1982 to 1986, establishments with 
more than 100 workers employed 39 percent of the total 
nongovernmental workforce on payroll in 1986. Small 
establishments employing 1-19 workers constituted only 
28 percent of the 1986 workforce.
DATA SOURCE: County Business Patterns.
•"Excludes government, self-employed, and railroad employees.
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The BUSINESS OUTLOOK
for the MUSKEGON MSA
Total employment in the Muskegon MSA remained at a 
standstill in the third quarter of 1988. In spite of the disap 
pointing third-quarter statistics, we foresee modest employ 
ment growth in both manufacturing and nonmanufacturing 
before the end of the year.
Employment in nonmanufacturing grew a modest 0.2 per 
cent in the third quarter, on top of a healthy 0.9 percent in 
crease in the second quarter. Employment in manufacturing 
fell a scant 0.1 percent, which is a modest improvement over 
its second-quarter decline of 0.7 percent. Finally, employ 
ment in government dropped 0.3 percent in the third quarter.
Chart M-l
Muskegon Indexes
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Muskegon's unemployment rate rose one-tenth of a per 
cent to 8.3 percent in the third quarter. To put these slug 
gish labor market statistics in perspective, however, it should 
be remembered that over the past year the unemployment 
rate hi Muskegon has fallen from 9.4 percent to the current 
8.3 percent.
The area's Index of Leading Indicators rose 2.9 percent 
in the third quarter. Average weekly hours of production 
workers rose 1.2 percent on top of a 0.5 percent increase 
in the second quarter. The number of initial claims for 
unemployment insurance plunged 11.6 percent in the third 
quarter. Finally, the number of new dwelling units put under
contract fell 1.3 percent, offsetting its 1.0 percent growth 
in the second quarter.
Chart M-2
Muskegon Employment 
Percentage Change, Third Quarter 1988
-0 1% • Manufacturing
Nonmanufacturing
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Help-Wanted Advertising increased 
slightly by 0.5 percent in the third quarter. It is the second 
quarter of slow growth in the index, although over the past 
year the index has grown a healthy 11.5 percent.
For the past two quarters the area's indices have indicated 
moderate local economic growth. We remain optimistic that 
employment in the area's manufacturing and nonmanufac 
turing sectors will expand at a moderate rate through the clos 
ing months of 1988.
The official groundbreaking ceremonies were held at the 
site of SPX's $22 million Terrace Point Development. The 
new SPX corporate headquarters, a 36-unit luxury con 
dominium complex, three small office buildings, a marina 
and a restaurant are all planned to be constructed at the site 
within five years.
Construction of the new harness racetrack in Fruitport 
Township, located at the intersection of U.S. 31 and 1-96, 
is proceeding, although slightly behind schedule. After 
serious negotiations, the Michigan Racing Commission ap 
proved 109 racing dates for the track, which is scheduled 
to open in the spring of 1989. The track promises to boost
18
the area's tourism industry and has already been credited for 
the planned construction of a new motel.
Finally, New Muskegon, the Muskegon Area Chamber of 
Commerce and the Greater Muskegon Industrial Fund, Inc.
have all agreed to merge and form the Muskegon Economic 
Growth Alliance (MEGA), subject to receiving IRS approval 
of its tax-exempt status. MEGA has the potential for pro 
viding the county with effective and comprehensive economic 
development leadership.
Table M-l
Muskegon (Muskegon County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Muskegon Chronicle and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Muskegon 






20-49 50-99 100 & above
Establishment size (employees)*
DATA SOURCE: County Business Patterns.
'"Excludes government, self-employed, and railroad employees.
Since the 1982 recession, Muskegon's small business sec 
tor has played a dynamic role in job creation. Employ 
ment growth in very small establishments (employing 
1-19 workers) increased a strong 21 percent from 1982 
to 1986. These small establishments accounted for 31 per 
cent of the area's nongovernmental workforce on payroll 
in 1986. Employment levels for establishments with more 
than 100 workers grew a small 2 percent; nevertheless, 
they employed 40 percent of the total nongovernmental 
workforce on payroll.
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Definitions of terms as used in this quarterly
Business Cycle Turning Dates: The historical business cy 
cle turning dates used in this report are those designated by 
the National Bureau of Economic Research, Inc. (NBER). 
They mark the approximate dates when, according to NBER, 
aggregate economic activity reached its cyclical high (peak) 
or low (trough) levels.
Central City: An incorporated city or urbanized area defined 
by the U.S. Office of Management and Budget as having the 
largest population in the metropolitan statistical area in 1980. 
For an additional city to be included in the name of an MSA, 
the employment/residence ratio must be at least 0.75, with 
out-commuting of less than 60 percent of that city's resident 
employed workers.
Employment: In this quarterly, "employment" is used in 
stead of the more precise term, "wage and salary employ 
ment." The MESC employment data shown refer to "jobs 
by place of work," or nonagricultural employment.
Manufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the 
production of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of 
workers on the payrolls of privately owned firms that pro 
vide services rather than goods. (Construction and min 
ing are included.)
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Historical data: Monthly, quarterly, or yearly information 
for past periods. (Shown in appendix tables.)
Index of Leading Indicators, State & MSAs: A (composite) 
index with seven components (see Tables A-2 and A-3).
Index of Leading Indicators, United States: A (composite) 
index based on 11 major components made up of 60 series. 
Marginal employment adjustment measures include average 
weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series 
is Help-Wanted Advertising. New private housing units are 
part of the fixed capital investment component. For a com 
plete list see Business Conditions Digest and the 1984 Hand 
book of Cyclical Indicators, The U.S. Department of Com 
merce, Bureau of Economic Analysis.
Initial Claims: A count of the number of new claims filed 
for unemployment insurance (UI) for regular state programs. 
Each initial claim filed indicates a new spell of unemploy 
ment for an experienced worker. In Michigan, to be eligi 
ble for benefits, an individual must have earned wages of 
at least 30 times the state minimum hourly wage (currently 
$3.35) during not less than 20 of the 52 consecutive calen 
dar weeks preceding the benefit year. Each such week is
termed a "credit week." An individual may qualify with as 
few as 14 credit weeks, however, if base period wages have 
been in excess of 20 times the state average weekly wage 
(currently $433.91).
Michigan Employment Security Commission (MESC):
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal 
unemployment insurance programs and provides labor 
market information in keeping with state and federal report 
ing requirements.
MSA (1983 definition): In all but New England, one or more 
counties are defined as a Metropolitan Statistical Area if they 
contain the following: a large population nucleus (a central 
city or "urbanized" area) with adjacent communities which 
have a high degree of economic and social integration. Ad 
jacent counties are included if they have 60 persons per 
square mile, and/or substantial 1970 to 1980 population 
growth (20 percent) with 10 percent residing within the ur 
banized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by 
the Michigan Employment Security Commission (MESC). 
Those labor market areas outside of the MSAs have the 
peninsula or county name.
National Purchasing Management Selected Components 
Indexed: The national association conducts a monthly survey 
of purchasing managers from a scientifically selected sam 
ple of firms across the nation. Responses indicate only the 
direction of change; the percentage reporting favorable 
changes minus those with unfavorable changes plus 100 
equals the index as shown in this quarterly. For those familiar 
with diffusion indexes, these indexes represent two times the 
percentage reporting a change hi a favorable direction, e.g., 
more new orders. (The favorable count includes one-half of 
those reporting no change.)
Tune Series: A set of numbers covering a known interval 
or timespan (e.g., months or quarters) that provide infor 
mation about a well-defined activity, process or group. For 
local series that consistently change direction hi advance of 
overall economic activity, see Table A-3. Those measuring 
current or past economic activity are found hi Table A-4.
Unemployed: The number of persons hi the labor force who 
are without a job or on layoff but not expecting to be called 
back. In order to be counted, an individual must be seeking 
work.
Vacancy Rate: The percentage of all housing units in ex 
isting homes or newly constructed units (visibly ready for 
occupancy) that are empty and therefore unoccupied. Vacan 
cy rates in Michigan MSAs are determined by U.S. Postal 
Service delivery workers as part of an annual survey con 




Index of Help-Wanted Advertising (1982=100)
Annual averages (Selected years)
Area
Battle Creek MSA.........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA. ..........








































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967 = 100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......




























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .33 to .47.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .08 to .12.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .12.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .10 to .12.
6. The proportion of firms reporting an increase in purchased material inventories. Weights range from .08 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .09 to . 13.
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Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Annual averages
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......









































































































2. Initial Claims for Unemployment Insurance (Average per week)
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA. ..........

































































































- Put Under Contract
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......


























































































4. National Purchasing Management Survey (Selected components indexed)
Annual averages
Component




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment8
Annual averages (Selected years)
Labor market area
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......
Muskegon MSA ...........
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Annual averages (Selected years) 
1986
By quarter (Adjusted for seasonal variations)
1983 1984 1985 1987 1987
Labor market area m IV
1988 
II m
Battle Creek MSA. ........
Benton Harbor MSA. ......
Grand Rapids MSA. .......

















































































Battle Creek MSA. .........
Benton Harbor MSA. .......
Grand Rapids MSA. ........
Muskegon MSA ............





























































































SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute, 
a. Detail may not add to totals because of rounding.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan
















Ann Arbor .......................... 03/16/88
Battle Creek ......................... 10/08/87
Benton Harbor ....................... 04/05/88
Detroit.............................. 01/17/88
Flint................................ 02/19/88





Saginaw-Bay City-Midland ............. 11/17/86
 End 
 date of 
MSA survey
Ann Arbor .......................... 03/16/88
Battle Creek ......................... 10/08/87
Benton Harbor ....................... 04/05/88
Detroit.............................. 01/17/87
Flint................................ 02/19/88
































































































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1987/88 vacancy rates published by U.S. Department of Commerce show rental 
housing vacancy rates for the third, fourth, first and second quarters of 1987/88 at 8.1, 7.5, 8.0 and 7.7 percent. Homeowner housing vacancy rates for 
same periods were 1.7, 1.6, 1.6 and 1.6 percent.
Table A-6
Population by Sex and Age 
Michigan and Five Metro Areas in West Michigan
Percent Distribution








































































































SOURCE: Michigan Department of Management and Budget, Office of Revenue and Tax Analysis.
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Table A-7 






































































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow
mortgage rates to be adjusted, varied, blended, or shared can be arranged at lower rates.
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Year
Annual
Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.



















































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index,'' it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes hi index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W.————————106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W.———————iQg.6 (1985 December)
100 x 110.0 (1987 January) - 109.3 (1986 December) = 0.6% change December 1986 CPI-W to January 1987, CPI-W.———————109.3 (1986 December)
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Table A-9 
Selected Labor Market Indicators
(Not adjusted for seasonal variations)
Average for manufacturing production workers9 
September 1988




































































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.3 percent in June and 5.4 percent in September 1988. Seasonally adjusted rate for Michigan was 7.0 in June
and 7.2 percent in September 1988.
Table A-10
Commercial Banking Data 
Third Quarter 1988
(In thousands of current dollars)
Metropolitan (MSAs)a
Total deposits ...................
Total transaction accounts*' .......
Nontransaction savings0 ..........
Time deposits < $100,000 ........


















































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-11 








Benton Harbor MSA. ....
Kalamazoo MSA. .......










































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census, 1987 County Estimates.
NOTE: Battle Creek MSA is Calhoun County; Benton Harbor MSA is Berrien County; Kalamazoo MSA is Kalamazoo County; and Muskegon MSA is
Muskegon County.
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